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COMMUNIST CHINA 


THE PROBLEM 


To analyze Chinesa Communist domestic developments and external relations, — 
and to estimate probable trends during the next five years. 


CONCLUSIONS. 


1, The leaders of Communist Ching are 
determined fo iinke China a leading 


world power a5 rapidly aa poxwsibla. Over 


the past 11 years Communist China hea 


made impressive guing in industrial and © 


military strength and in tive organization 
and regimentation of the Chinese peopte, 
These gains, together with «a conviction 
that world trends strongly faver the Cam- 
iuunist cause, have been increasingly 
mantiested during the pash yaar in ae- 
pressive self-confidence tewards both the 
Weat and the USSR. (Paras. 11-14) 

2, We belleve that over the period of this 
eskimate, Commutish Ching’s econ 
Wil continue to grow rapidly, especially 
in heavy industry, although at a less 
repid rate than 1980-1960, Communist 
Ching’s dependence on the rest of the 
Eloe for economit and military equip- 
ment and for technological agsiatance will 
have been substantially reduced. By 
1865 Communist Ching will probably be 
the world’s leading producer of cagl, the 
third ranking producer of crude stecl, 


4 


% Yaajor producer of electric power, and 
it will have a merchant marine of signifi- 
tant size, Ti will also have made sab- 
stantial progress toward becoming a mod- 
étn power in aclence and technology, 
though its relative standing will remain 
well behind that of the adyanced nations, 
Howaver, if Slno-Soviet relations should 
déterlorate to the point whare Bloc 
sources of industrial equipment and tech- 
teal asslatance were greatly reduced, 
Commurish China's etonomie growth 
would be slowed, expansion into more 
complex flelda of industry inhibited, and 
military development retarded. (Paras. 
tF-80, 3d, 3G) 

& Peiping will continue to face major 
economia probleme for many years to- 
tome. It will continue fo be dapendent 
upon foreign sources for comm key tems 
of indusivial and railitary equipment and 
for specialized technical knowledge, 
Communist China’s petroleum recpuire- 
menta will grow rapidly during the next 
five years, and even the expected tripling 





of demestic production will nef end 
Ching’s dependence trpon petroleum im- 
ports. ‘Transportation will remain over 
burdened, Agricultural production will 
still be meager in relation to domestia 
and export mieds. Per capita anpplies 
al ‘eg and other consumer goods will 
not have risen onough to enable mate- 
rial incentives to replace coercion and 
political pressures as the eblef spurs ta 
production.. An increasingly urgent POE 
ulation problem will confront the regime 
with difficult policy declaions, ¢(Peras, 
1, 18-20, 24-85, 28, 31, 83) 


4, There will probably be growing dis- 
salistaction and disillusionment among 
the Chinese masses concerning the heavy 
burdens they will be foreed to carry, and 
the regime will face increnelng problema 
in overcoming public apathy, latigue, 
and passive resistance, In addition, there 
may be dn inevease in party factionalism 
when Mae Tee-turg dies. Such devel- 
qoments, however, will not threaten the 
regime's ability to control and direct the 
soutitry, Furthermore, thera ls positive 
Support from dome millions of people who 
have made real advances under Pelpinig’s 
rile, and aviong mary there is a feeling 
of pride in Communist China’s rapid ad- 
vande as a world power. In any cage, we 
now see: ne serious threat, sither internal 
or external, to the continuance af the 
regling, (Paras, d2—-29, £4) 

5. Peiping’s conventional military oapa- 
bilitles will probably continue to grow, 
and will Increasingly threaten alien 
Communist Aslan periphery, The rate 
of ineresae in Communist Ching’s qili- 





_ tery capabilities will be determined? in. 


jorge nart by the etonomic demands of 
the reghne's overall economic develop~ 





a) 


tient program and by fie nature and ex- 
tent of Soviet assistance, Communist 
China will propably have exploded a nu- 
clear devices during the period of this 
estimate and may have produced a amall 
nutober of clementary nuclear weapons, 
Tt may aleo have produced a jet medium 
bomber. However, unless there ig 2 great 
increase In Sovlet aid in the missile field, 
which we belleve ia unlikely, China will 
be unable to develop and produce even 
medium-range guided missiles by 1965, 
(Paras, 30-42) 

8. The most important development of 
the past year in Coramuniat China's ai- 
fxits has been the breaking out of the 
long-amouldering Sino-Boviet dispute 
ayer Communist world policy and au- 
thority within the Bloc. We believe thet 


tha differmees between Peiping and Mos 


cow are so basic and are so much a prod- 
net af the different situations and prob- 
lems in the two counivies that any gen- 
tine tesolution of the fundamental dif- 
ferences is unlikely. Although the 
possibility of a complete break cannot 
be excluded, we belleve that the alliance 
against the Weet will hold together. Nev 
ertheless, the astrangement will probably 
continue, with ups and downs ag new 
isates arise! (Paras, 70-73) 

7, A Gasle tenet of Communist China's 
iordign policy—to establish Chinese he- 
genmony in the Far Bast—shnost certainly 
will not change appreciably during the 
period of this estimate, The regime will 
continue to be tolently anti-American 
and te strike at US interests wherever 
and whenever it can do so without paying 





The fudgmant of this poregraph appears to be 
thisleidied with such inioemation ax ee mow have 
ot the ceenbly adjuarned uaatecanes in Moser, 
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& disproportionate price, Tf will con- 
tinue and almost cortdinly step up its 
efforta to create trouble and confusion in 
Asia, Afrlea, and Latin Amerie and to 
subvert anti-Communish and, probably, 
non-Communist governments in these 
areas. (Pards, 82, 6-88) 

B, During the period of this estimate Pel- 
ping’s policies will range between relative 
moderation and outright toughness, Pel- 
pling will probably again increase lty mili- 
tary presauved in the Telwan Strait ares. 
However, we believe that Peiping does not 
imfend to advasice its airs by overt mili- 
tary actlon elsewhere, although it prob- 
ably will react forcefully to challenges 
and opportunities, Its arrogant self- 
confidence, revolutionary fervor, and diz- 
torted view of the world may lead Pei- 
ping to miscalculaie risks, Thia danger 
would be heightened Hf Communist Chine 


achieved & nuclear weapons capability. 
(Paras. S846 

§, Even before the explosion of a anaclear 
devine, Peiping’s military pewer and po- 
tential] maj increasingly complicate the 
international disarmament proklem. Pal 
ping will exploit this situation in an ef- 
fort to enhance it¢ imtertiational status, 
but at the same time may attempt to 
prevent the conclusion of any disarma- 
ment agresnient, at least until {6 becomes 
& Yuclear power, (Para, $2) 

1. In 1965 Communist Chinn will be 
playing more fully the role of 4 leading 
world power, whether or not It is a Tati 
“herofthe UN. Its arrogance, pretensions, 
and capabilities for independent action 
will remain a source of concern to the 
USSH. At the same time the danger posed 
hy Communist China to US interests, par- 
fleulatly in Asia, will have Increased, 
(Para, 92) 








DISCUSSION 


1. [INFROBUCTION 

iL. As Gommuiunist Ching entert Ue twelfth 
year, the balance sheet shows both inoressive 
assetd and formidable Habilities, China's 
ehnkinwing topid exonamie prowl and tte 
steagity increasing military abrangth are mov 
ing the regime closer to 1h goal of becoming 
A leading wixkd power, At the sare time, the 
repinie la techie sora of tha prentent aifficnr- 
fies, domestic and foreign, it has yet encoun 
12, Although there is much discontent aad 
apathy, dpdglaliy among the peasants, the 
fenernl sgpect of Communist Cling is maried 
by tegimetied energy om the port af the 
people, and self-confidence. on the park of the 
leaders. In fhe reports of reluming trailers 
the woed “arrogance” appeard with stelking 
repuinrity. Even Comnunist veltors report 
thet the dedication aid drive of the Chinese 


are in noneplnugus conttast te Khe situation bn 
ether Comimanist eomnicles, 

43. Despite these manifestations af self-asaur- 
anes, Pelplng confronts a serious domeatia 
werkness in agrivulture aid an external erisis 
in relahions with Moscow, Tn 1960 the ma 
tion's diet Is stlll at « precariqualy low level 
and the gegimie has been unable fo meet all 
of ita export obligations from the domestic 
harvest. ‘The guar hes been even more con- 
apituousiy marked by Peiping’s open challenge. 
to Moscow's authority in tie Communist Bio. 
This action has brought upon Pelping the 2 
vere disapproval of Ene USER and most of the 
resh of the Bloc and has raised the possibitiiy 
thet Bloc eoonumie and technical support, 
whieh are essential for China's vapid grawth 
Ba 2 greak power, might be satiously reduced 
OF eye cub off, 


sugeitt 
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14, Phe srnall group of wen ste ran Con 
mat China hue alitiess unllmited ambiitons 
for their regime and couniry. They axpliciliy 
Batert that China shall become thoroughly 
tomrounized as yapldly ay possible, and they 
apparently believe thab China will eventuelly 
hecome tie giestest netion in the world. Be- 
lief in the reality and atlainanillly of those 
posis fa ied Eales handty) of cealots to drive 
themasires and to he pradiga] with thie lives 
aud energies of the Chinese peopla; they have 
eatoled aid dadrced the weckurs atid peasniita 
of the country te do a maxim. af woele in re 
barn for minimal ation and promises 
that the ragld growth in peoduction will alt 
mately bring each greatest material rewards. 

‘The loaderg themselves are inspired by a mlx 
tute of Communist ideslism and Chinese na~ 
tonaliam, They promote cormmenkm to 
hasten Ching on the rord bo power and gtory, 
atid axplsit Chingsa nationalig to hasten the 
bulidiag of communism. 


I. DOMESTIC BASE 
4. Econamix® 


16. Genatel The Chines Communist regime 
dating 1356-1960 hes greatiy accelerated its 
‘efforts to catapult the country ite the ranks 
of The whiet industrial powers in the sherbest 
fowsible Hime. Ag a retult of this effort the 
gris national prtuct (GNP) of Conintinist 
Ching Inetedeed hy about 18 peceent In 1058, 
12 percent in 1g, aad abou) 12 percent in 
igdo" ‘The latter two years would have shown. 
greater rises buf for the abnormally bad 
weather which crippled agrluitural output. 
A tremendous iyput of Iabor and capital in- 
veatment wag concentrated upan the expan 
sion of the eouttomy, especially heavy industty, 
Although atill labeled the Great] Leap For. 

ward, “ the regime's aqonomic pollelea af the 





The Ohiirrase Communists, dans tele Bosied roeti« 

‘tore, hove meade 6 dificult fer foreign claeryore 

te tise ootetal dase in galuloe @ clear under 
ttanding af the workings of the teomemy, Theg 
have teleasdd ooly partial data and in varkoog 
ways pregented misleading comparlaaies i fa- 
porting acmnemde pradaction amd acthyttiea, 
This requires thet Chistes Communist staiatlen 
be viewed critically god ii tute Goats eybatane 
Hatly dissuunted, See Appendix 1, 


aT 4 


ond of Uhh) are relatively eqnservaiive com 
paired to the extreme programs af 2958, 


16. Despite tts successes Commannist Ching 
bed 8 long way to po before beaming « med- 
ain indwatelal power, Indtistrial preduohion 
in 3099 wag leas than fd percent of that of the 
OR, while the general level of technology and 
the general quality of pooduct in Chinese in- 
dustty were still far below the standanis of the 
industrisiismd nations of the world, Nore 
over, 36 pement of the poputution is engaged 
in Agrimultiie, and per capite GAP In 1959 
was only shout U8 $126, or roughly a quarter 
of that of Japan. The Chinese Communist 
regime hes been able to sustain ite rapid exo- 
nomic growth only through bnoposing severe 
hardships on the Chinese people and through 
yestraining rises In thelr already nieager 
gtandard af living, In result, thera ls wide- 
apread disilusionment amorg the people, 


1%, Thus Communist China’ economy faces 
the next five yours with hoth greater assets 
and greater liabilities, Tha economy is now 
rage to sustain heavy invest, and 

of GNP tivested, which tose 
peal, 20 paveent iu 166% to about 33 percent 
in, 1980, wi) probably reach about 40 poremnt 
in TH05S Ab the sane tlie, may eetlous eno 
nomic diktulties will challenge the regime, 


During foe Plesk Wive<Newe Plan, (e210 the 
ibis annual Increase in ONE wae deren pare 
enw 

‘4 gumber ot diffesnt methods may he employed 
bo concert ané coaiey’s GME tide the covrency 
at anglner country for puree of comparison. 
‘Tooe divert matheds will traquently pled 
ubdely differing resutta, particulary whet tie 
structures of the ton economlas are ao didraliar 
an are (he UA and Ciese: eenotiies, Arig one 
af the metiods hes defects ly providing leten 
Rational comparison: ie the alive Agure 
oo bor regarded ony nem yough apnrastitiad 

i, 

“Prices of eaplinl goody ln China, where capltal 
fe Sratde ist eistiparison to labot, are High som. 
anred to prices of negital ttods in the GH. 
ienieens witte yaiied in fume of the We prion 
gheucture, thewe percentage shares of Uwestmient 
as @ pochion of Chinese GP wankd be redyosed! bey 
on pnd hace lawextient would skit. 

ait bee ea perinige of GHE. 
Tha lughker prices tor eaplis fom aie seal 
in & slightly higher growth rate of GP. 








ai 


Tt is prokatle, however, thet the leaders will 
be able te find sufficiently effentive solutions 


- to keep the economy growing raphily, aven 


though oceastonally faltering and always vit 
gee great preseure, espectally in agriculture. 
On balance, we estimate thet over the nest 
Ave tare the annual growth in GNP will aver- 
age ld to 12 percent, provided the flew af 
equiptoent and technolpgy from the reat of 
the Bloc continues, 


18, Dependenea on the Blox. Until regent 
the number ef Soviet technicians in Com 
inusist China was gradually veduced ly cane 
mon ement ag Clilmege fochnivel capa. 
bilities improved; tha nunmiber of Sovlet techs 
niglans ia Chite 2t the begitming of 1800 
was about half the pesk reached in 1004. In 
the summer of 1560, however, Moscow onl 
latershly withdrew the eoajariby of ifs remain 
ing techniclane from China. Tf these are 
nok xéplaced, the movement of Chinese in- 
dustry, technology, and weapon inte more 
complex fields will be slowed. Moreover, 4 
major reduction in deliveries from the Bles 
would alter the magnitude aml struchure of 
Communist Chinas economia growkh, ‘fhe 
atinual gtowth In GNP would fal] eamewiiat, 
although ib would sill be large beesuse of 
the high level of investnimal. The nigime 
wend be forced ta alter Ite develaprsertt pre- 
gram, rédackng emphadls on sectyce negating 
tite advanced teahndlogy and more complex 
eeuipment, 


if. Beanches of heavy Industry whith ave 
éspecially dependent on outside aid for equip- 
tment, technglogy, of both, inclade: the tin- 
ishing stages of aluminum and sted, farge 
electric power gations, cement, elected chem- 
leals (fertilizer, plastics, and aynthetie fibers}, 
heavy ahd complies machine focla, selected 
dlectroma hh al naval shipbuilding, fet 

heavy ordnance and etgineer equip. 
ment, and nuclear energy, In addition, China 
now imports about halt ite POL from the Blor. 


a0, Several sectors of the Chinese ecciemy 
have never reeelyed mibstantial Soviet Bloc 
support of have outgrown the need for much 
outside ald: La, agriculture, transportation, 
Tight industry, mmlaing, and gome trenches 
af heavy induskry, Heavy Industry should 











y § 
be able to satiety nearly wll of Chinese planned 
heeds Ghrough 1066 for te following gonds: 

ayuipment for eneliing and refiniitg of copper 
and aluminum, trochinery for amatt and 
medium ion and steel furnaces and sicel 
rilling alll, taal mining machinery of the 
dens advanced types, oll dallls, equipment for 
refining petroleum Gercept by eatalytle craic 
Ing}, beaxy industrlal chemicals, aml] anil 
Middl burkegenerating equipment, mbber 
tres, lathes, tracks, small merchant yeqvels, 
oa transpark aerate, readies, and television, 
ae 

21, Agneuitere, Agricultural achieverents. 
in, 1958 and 1968 provided opportunities for 
instituting colleetivination and conmmunaliaa. 

Kon, respectively, ‘The real Ineveases of food 
production in L968 ware greatly maguified by 
tiled atatisties, Misted hy these spectacular 
figures, the regime ln Inte 1988 allowed tood 
bo be eonsimed theovgh free supply in the 
Conn mndesialls af a vate which could 
Hot bé gustelned. Mores were alse miade 
toward reduciig perenge with the expectation 
af producing more croge of lee land by new 
Commiunict matheds of intensive agricultarc,. 
Dy the end of 1058 food reserves ware alvtady 
rummleg low, and there were geriows Jorel 





shortages im mety parts of the country. 


Sings then the problem haa keen greatly ag 
aravated by two éuccesalve bad crop years, 
Prodtetion af feed grains in 1999 was pirch- 
ably shout 20 percent less than our estimate 
of OLS millites: totis for 1860. ‘The 1660 harvest 
is likely to be little, if any, better, And in 
these past two years the population imereased 
‘by about 30 million. 

a2. AS ae reeelt, relloning hag had bo Be tn- 
tensified. In addition, the regima bay fell 
it neceteary to supplement fhe food supply 
with clly garden picts and an intensive me. 
Glenwide piogtam to collet wid foods and | 
fhers. Despibe sich tioves, by the autumn 
of 1580 Pelping wae falling behind on export 
comtalimernis and tag even buying grala 
abroad In an effork to meek them. Seriows 
hunger and malanititien were reported trom 
several parts of the country, and it fa Ukely 
thal food conditions will further deterintate 
Through the apring of 1801 before the early 
UneE Hatvedta, The colo ang hay also 
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follen short, temporarily halting growth in 
the tesilie indwaity and bringing of even 
strieher rationing of cotion cloth, 


33, ‘The regime hes belatedly come to o reall- 
vetlon thet more etfuct and iivestnent are 
needed to enible agrloultural predection. bo 
kom up with gtowing demands upon i. Du 
jag the past tires years Peiping haa given 
incxasaing attention tasgriculturea, The shave 
of capital invesbment devoted fo ageleultire 
in the nations] budgeh hes Increased from a 
little over @ percent in 1607 fo nearly 12 
percent in 2680, while under the commune 
oogantehion peasant fsimenk haa more 
then doubled In the sume period, In the 
latter port of 1900 vigorous aiforts wire made 
ta itterdase the Isher force available fo the 
countrpaide. Cedres and civil servants were 
semh to the rural areas and all nonproductive 
units such. aa teams for welfare, cultare, and. 
athletics were dissolved for the duration and 
aent te work in the agricultural “front lines 
24, Tiniess 1901 should tun out to be 2 third 
successive year of bed weather, the present 

food and expect emengenoles will be jargely 
ended by the 1od1 harwet. Given sierage 
weather, tho regime will probably be able to 
meat its minimum. needa foc agricultural pro 
duction for the next tive year and perkepa 
fot a comatderable tims beyond that. AL 
though there will probably be 0 millon mare 
Chinese to food in [fis than In iodo, wa 
belleve that the regitne ill invest enough in 
aprioulitins in the form at fectlitzer, irrigation, 
tiechantration, and manpower to meet the 
increased demand and, possibly, to provide 
a litte imiprowement jn the average diet. New 
eritieless, throughout the text five pants ard 
indeed for the foreseeghle tubure, the indus- 
‘xial prinxities of the regltie’s program will 
Hott the agricultural effort, This amggests 
thet fhe bulence between consumer needs 
and agrioultural production will be a gre 
cations ote, alwwye subject to being drasht 
sally upset by the vagaries of weather and 
agricultural policy. Another poor crop year 
in. 2981 would orebably fores substantial cut 
backs in the develeprient effort and a further 


- Tenrhentatlon of iuweatment from industry bo 


azrioulture, 


35. Popniation, We estimate Communist 
China's population in mid-log) ab about G6 
million and ab 162 to 780 million in mid-1965, 
This population erawth rate of 2 te 25 por 
cant sumusiiy reflects the alfect of a vigorous 
public health peagram that hus inereesed life 
axpectancy tram wbhowk 30 years before 1949 
to 64 years in OSB, an inerasse which West 
ath nations required about ofyeare to achieve 
in Utelr demoxraphic transitions. Ag a te 


walt, the population growth in the abeonee of 


curtailed fertility can be expected to acceler 
ate, leading to a doubiing of the population 
in about 25 years. However, the Chinese 
ieedera, we belleve, are aware of the long-run 
dangers of tagid poputetion growth, Ab the 
same tine, ib is probable theb an effechive 
program to cortall ferliliby would invelve con 
siderable coercion, and would enoounter alg- 
nificant ideological and steal resistances, £4 
sulting tn adverse effects on party unity and 
public morale, In ang oeent, the orlticel, 
tartire of the population problem will became: 
inereuaingly clear to the yegime and it may 
begin to take mure effvetive action daring 
the period of tbls estimate, 


36. Industry. Tndusivial growth over the Isat 
three years has heen rapid but uneven, There 
were fwe great aunges: ond in the last halt of 
1058, the ether covering the last quarter of 
1869 and the first quarter of 1980, Tn part 
these yapid inareqses regulted (uspecially in 
1068) from. a grentiy intensified exploitation 
of Citne's greatest motocal resouree, mat- 
power, People worked longer and harder, and 
militiona were added ta the industrial labor 
foree, Haleting plant facilities were whith 
more exkensively, ant thare was great expan 
sion of the fuel and raw reuterial Seetors, such 

as molning and bullding materials, which could 
use latge athounts of cnakfited Ito, 

37, Trereased Isbor input, howsver, is 4 
part of the explanation for the rmpid growth 

of industrial output Tha Chinese Come. 
mais are Sw recelving tie payolt fom 10 
years of Intensive effort to expand capac. 
ity In heavy imiesiey. Large tedustriai plants 
have been bullt with equipment and terhnol- 
Ogy dequired from other members of the Bice, 
primariy the DSSR. Muny of these plants 
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have come inte production in the pask three 
yen, and, aberting fram a low base figuie, the 
addition of the output af bhewe large foctoedes 
tesulted In atelking percentage increases, 
Supplementing the inerensea in eubpab from 
the large plants, a smaller bub appreciable in- 
ertise hes come fem Uhe establishment of a 
large number of modem, enall, domestically 


built plants ting labor-intensive methods af 


production, 


48, Tn 1058 industrial production Inereagnl 
hy about 40 percent over 1967, and by another 
33 percent in 10890, We anticipate that the 
1880 Increase will be about 28 percent, We 
belinvea that the production of crude steel, 
which hus received eapectal amphasis frame the 
2egine, rose as foilews (in milliows of metria 
‘Tene ‘ 





VAD folie oer genne en SEM 
Fredustion of crude steal in 1990 was ached. 
tied to level off at the rate of the lag quarter 
of 1950, probably becauge tt is out of balanae 
‘with rolling mill capacity and the rest of heavy 
industry. Coal production has risen trom 
LHL? rnillion tots Im 1987 to om esthmated 428 





Ton ik 1980, although thera ig bee a- 


drop in the quality.” Ontoot of electric pawer 
has Ukewle more than tripled in there years} 
1857, 19.9 billion idlowatt-hours; 1540, an eatt 
iniibed 58.0 billion ilowatihaury, Cther 
basie industries lave algo increased, greatly. 


29, Allhough the production of crude oll in 
Communist Ching ineressed from 1.7 million 
tons in LOST to an esiimated 4.2 milion tons 
iin 1960, iste have been indleations of a wide- 
eptead shortage it the latter part of ged, At 
present Chita produces about half of the crude 
oil and petroleum products ik uses and relies 
ont imports (primarily from the ISSR} for 
the other half, including virbually alk of its 
aviation fuel, By 198% domestic crude ail pro- 





“This pieces Gosnmanlet Ching wood of Sat US 
nie second ntly to the DSR in real praductiqn, 
bot cool fe adil the mals acute of energy (i 
Ching. Tet petroleum, natural ges, ext eteatris 
biwer, Communist China ranks fer das on, the 
HaS af ptaducats, 
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daction may teach 1 million tons, with a aer- 
yespording growit invelining capacity. Even 
$6, demand will probably have grown 40 much 
that impacte will be required to mest a quarter 
of the nation’s nesds of petroleum products. 
30, Chinese elforts have been most effective 
when they concentzated on aeceterating the 
Soviet-style program established In the First 
Piv-Yeor Plan aad mest successful when they 
Javolved a vradieal (Chinese) departure from 
this established program, Planning and the 
crgunization of iitustrial production is Itely 
to resemble more closely the Soviet model ag 
the devilopment of a complex modern indies 
trial soclety progresses, 

41, The rate of industrial expansion, however, 
although remaining high, is expected te de- 
cline during the next five years for a number 
of ressony, The reevt practices of stressing 
& uittow and simple product mix’ will of 
hecesniy give way to greater diversity, con 
ploxity, and speciaitsntion. This grester db 
versity and complexity will require larger 
anmcunts of lnvesiment and longer lend, timer 
between Investment and Hw completion af tt 
dustrial facilities, Moreover, industrial in- 
veatmant will dectine aa a share of tots] in 
geatinent, beoduae agticulinre and trandpor- 
tation will necesgarily elaim an increneing 
gloxe of Investment. Ales, with meterial in 
tontives ior workers and peasants continuing 
fo be severely Itimited, Peiping will probably 
Tage dilitulties in sustaining labor affork and 
dn bnowensing labor productivtiy, 





trate thet Communist Chine's Industrial 


growth, which averaged 4 Uitle over If pereent 


uring 1950-1657 and about 36 percent daz 
ing 1OS8-1958, wil drop fromt about 25 percent 
in 1080 to as low ae 12 percent in LORE, Pro- 
duction in heary Industry will expand con- 
alderahly faster than light industry, and by 





"Hor example, Ghine’a ateel industry now pom. 
dagey only 4 few finds of Glove and a Hmiltod 
Hbee of doled or axtraded shapes, Ax the 
eteniing Eukne to She production of more ad- 
vanced Uypus of aophisticoated machions, 2 wide 
fange cf apeclal alloys and a great yactaty af 
thapes will be regelred, 


x mo dtaetic redaction of Gevieh 
trade deliveries and technisal suppork, we eat. 
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1985 {1 will probably be maze then thie times 
the Lig level, Production in heavy indusiey 
will provably grow by nearly a tied fn 18H, 
hub by 1066 ihe antivel growth robe mey de- 
erense bo nboubonsainth, Production in ight 
iudestry will iiereses by an. estimated 10 per- 
pre in 1960, drapping to about half that by 
TH65. 


33. Although Pelping will probably lnqresss 
its investment’ im modern transport to enable 
an approximate doubling of capacity hy 1085, 
this ite af ox 


fad slon, wold seit Teaver hg 








reads, the prinury tears of transport, will 
‘be Substantially extended, improving the net 
work in the ptéaa now served and completing 
the transiinklang line to the USSR, the net 
work in he southwest, and possibly ayer a 
vaitroad to Lives, Truck tremaport will alse 
pe exproded bo handle shortheul traffic, while 
édnetal and inland dhipplag transport. wil ba 
rapidly devdloped to supplement both road 
and rail transport, It ts ales expected that 
Communist Ching will grasty expand its mer 
chant marine through constractlan and pur 
chase, and will prébebly carry a substantial 
proportion of ite foreign trade in ite own wes. 
aela, Obina's telecummiunicetions facilities, 
which have developed rapidly in the pak few 
yearg, will canthing to expand and will provide 
inexeasing support fo the regime's economic, 
milltary, and politival programa. 

$4, By 10 Gommustiiat China'y prose indua- 
fried outpul will probably rank with that of 
thé UK, West Gennany, France, and Japan. 
TE will teed the world in the production of peal 
andl will bea migjor producer of eleatrle powers 
tt he probably rank thicd tn exude stee] out- 
pul. 


35. In terms of qualléy and diversity of outs 
pal, however, Communist China will still 2 
in the third echelon of industrig] powers. A 
algable technalogical gap will sill exist be- 





* Provided cosstruction of te $6 Targa hydrostec~ 
ttle ptojects maw wn the bowks oopetedy on 
schedule hy 1005 Chiltie wilt be probecing clos 
bo 200 Willen Kel & vent, This ls mora than 
the eatinated combined production of His fare 


‘peat Batellites by that yaar and about the see 


da WS piadection tn, 1840, 


ween Ching and Jagan, Byalueted in terme 
of _ eapite Ghee ac by the standard af ving 
of ite people, Ching will still be 4 backward 
nation, Although the income of the average 
citizen will probably have risen slightly above 
the 1660 teyai, the por oagtin, production af 
food and other consumer goods will not have 
tigen suficiensly fo replace coercion and poe 
lig presured aa the ebief spore te produce 
cia, 
36. Sclenct ami Technology? The Pelplng te- 
aime considers sclentifie and technotugical 
progrtss of major importance in developing 
Red China into a world power, The country 
is making significant progress In 4 woll con 
celyed T2apear program to raise ite eclenthic 
and teokmelogical level in vital areas by 1667, 
The effort is concentrated in 11 broad teckso- 
Ingleal fieida, sue aa @ectronics and atomic 
tnergy, and ab the sume time & begining has 
heen made in aseonieted fundamental research. 
Hotable success is wivendy evident in several 
key ofa goa axes, amd we belleve gate 
eral sulentitic and technologion. capabilities 
‘wiH. be inereased elgnifieantiy hy 1087. Com 
tetitiet Chind's selative stinding wit remain 
well bebind that of the advanced nations, haw 
ever, primarily beause of a general tock : 
acentifie manpower, the mest limiting factor 
in tha Chimegs alfork, 





B, Soral-Folitical 

a}, The Party, The members of tha Chinese 
Comimuniaé Party (COP) face tremendous 
fitotlems ih secking to cojele and enares the 
workers and peasants to serve the ambitious 
Geals the regime has seh. Auch problems are 
eapeclally anute for the working level party 
tadres who, whatever their stiergies or skills, 
ate caught helween the demands of the 
party feaders ami tie desires of the Chi. 
nage peaple. Ib ie they who hove to spur on 
the peasants and workers dey after day, in- 
sisting that they osoduce to the limits of 
physical endurance in eubien for pitifully 
inacequate rewards, ‘The position of these 


'A Tertes diese of Sommunist China's 
aclinte and technology abpears tn Appendix 3, 
So Rutty weapons capallities sre dlacusedd, 
in parmeraphd 46-02 Gelow, 
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COMMUNIST CHINA 
GROSS NATIONAL PRODUCT, BY SECTOR OF ORIGIN 
1954, 1959, AND 1965 
(Billian yuan tr 19S petoas) 
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~ communist CHINA 
ESTIMATED ANNUAL PRODUCTION. . 


| OF SELECTED MAJOR COMMODITIES, 1957-68 
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COMMUNIST CHINA 
DIRECTION OF FOREIGN TRADE, 1957-59 


Millon Garrant US dollars* eh at 
4.220 
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party cadres bas become even more diffienit 
itt Che pas these gears oe Che party leader. 
ship has sbruptly and repeatediy changed 
eouree, Vor avample, Ure carty leolers con 
fessed that many of the oricinal elaine of 
sivanees minde in 1258 were exaggerated, andl 
they suddenly abandoned the deep-plowing 
and buckyerd steclmaking programs upon 
which so Diy Hillone af pedpla ao feet 
cally exporided thelr anergles, Moreover, party 
leaders Reve publicly uritichted the carries dor 
toltg the very thitiga Pelping had andy 4 5 
months hélorea beat directing them to do. sus 
» vesalt thera has heatt ame sag in pariy 
apittt, and Pelplng has telk 1b necessary to 
infuse new onthuseam and discipline into 
thé party, 


a0, Varlady measures bave been tele in on 
alfort to goin the postive, enthuslashle supe 
port ef gashy member. In the Thamorkh 
pevlod ending in Pome 1800, nationwide re 
srultraent waa undertaken, ta relavigerate the 
peviy a the tower levels, About 2.8 mfition 
new reenbur were aided, brliging the total 
raembership to over 16 million" The party 
continues to be falety sumeemfal in promoting 
the idea that membership is a pelvege and 
homer, and in stimulating ranipand-file mom- 
bers with the coticept thab they are o part 
af aa clite yangonrd, 


39, Weverthelerm, renewed dixaiplinary meas- 
uiés within the pavly kav heoome evident, 
A, donmtlnvioss series of canipaloris has een 
dlrécted against the menvbers elmer the seme 
mer of 1058. A deive ageingt “rightlat. op~ 
portunists’ seaght to chastise and sllence 
these erltioa whe dual guertloned the porty’s. 
axtrenaint pelicies of 195R-t0sa ard to pa. 
extahlish the infwitibility of the party leaders, 
The cadres have ales been subjected be a “G. 
antl” drive divested agalnek hureeucraiien, 
warrupiion, and waste, and the braxsfers of 
cadres £6 the lower levels serves pa another 
disciplinary took. 


Atready the world's lergdst Gomaumlat Forty, 
fhe OOP le now langue by some four ralilton than 
the Commits} Tacly of the Bovlek Unlon, 
ae iknepressits & nitich aoaller prngurtlos 

vat tha fatal population (aboul 24 persedt In 

Gonski: Chink: G4 peareenk fi fhe Bavlet 
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4, Attother offer io establish the absciule 
authority of the party has beet a nationwide 
movement in the pag peat to have eh Ohi 
ngs pathy and hotinariy alint—tikark 
won, Intensive study ef the works of dao 
Tse-iung, which have become canonletd as 
“tie Ideology of Mae." Mo hes aleo been 
cradtel personally with colgineling the re- 
gime’s wider polivies, arid the recent publish 
Hon of the Jourth volume of Mae's worles haw 
given ney Inypeive te the “cult af atic 
trend. Tt addition to telrforcing party au 
thoriby and unity, this puildep of Biao probe 
ably refieets an ouleropping af the leader~ 
ship's nationalist pride axl coniidence in thelr 
auprioriiy as developers of Marxfane-Lenin- 
fam, and chulldnives tite Kremlin by exalting 
a (bits as the foremosh lying Communist 
shearebietan, 


41. Although prolonged and aqrimeniois in 
tragarty debates aye vccurred in the past 
tirce yones, purty discipline at the top level 
hes enabled the segime to maintain Ite ee 
gential vnlly and the pariy has nok beet, 
doreed fo vesort to Gtalin-style open pores. 
‘The rimeval in 1050 af Teter Minister Penge 
Teh-hual and Chief of Staif Hueng We-ch'eng 
wae probably the teaylt of thelr questioning 
of pasty polisies, and anine others may have 
fallen from grace or sutfered 2 loss of influ. 
enot, including Potitiure members Chien Yun 
feeonamic expert) art Cheng Wen-tiien (spe- 
talist on foreign policy, Including Sina-Roviet 
relations}, tn general, hawevar, the party 
Jeadarshin bas mob Geen heat by acute fac. 
tloneligm, aml Miao appears bo continue in, 
conteol of the party and ihe policies. Mao's 
authority, together with the active support 
he reedives from meng others tn the Ieadar- 
alip erway, mikes it ikely Ghat his wews will 
continue be prevail and thet festonalien will 
mot he a serious profiler while he lives, 

42. Tt & possthte Phat Meo, new 89, will die 
diving tie wetted ef this estinwie so, 
his influence as the patron saint of Chines: 
ccommuanises, will gill remain strong, partied. 
lazily since his heir apparent, Lin Bheo-cls't, 
appeats to favor dfao's polleles. Morecver, 
the tradiilon of perky undby will still carry 
geasidegable weight However, neliter Liu 





not airy other sucesssor would Inberlt Man's 
permunal authority and preative, As a reanib, 
thera ming be at least a temporacy trend to« 
word Taare collective lewlershin, perhape lie 
volving gomproniives on some controversial 
pdlicles, Aitermatively, i is poseliie that with 
the dizappaaranea of the auntripetad forer 
witich Idee exerts, disugresments over policies 
ar power struggle would become mitee Prem 
der and dérious, and the views of the pro- 
fessional military laaders niay tasty more 
wilght Moveover, party leadieship vill Begin 
te devolve tipdt, the second gensention,\4 
Bag's death may this have considemble re 
pereissions but we believe ay belenes thet 
it ‘will not ééuse bealé changes in Chiesa 
zt dst polloy of in the party's ablilty be 
onfotie its dictates. 
45. The People, ta general the ettltada of 
the everworked, undented people of Chins bo- 
ward tint regina is prefetdy best dusertbed 
as relenation. Bitlarnecs is widuapriad, bat 
it ts impessigle to aay what proportion of the 
populace It charactedaag, The only sustained 
avec resistonoe eames from tha nationd] ny 
novitles, moet conspleuoudly in Tibet. ‘Phere 
has been evidence of brave but fatiie uprisings 
amotg the Moslems of China's great Weabern, 
rigiens, and there have been leciated instances 
of hunger-driven attacks on government gran 
avies by peasants, Kone of this, however, 
adds tp to a serious threat to the regione, 
‘Ths watehiviness of the party, the pervasive. 
ness Of tha gecrat police, and tha haunting 
fear of informers prealude the organisation 
Of esidents exceph in nance areas, Fue 
thermore, thate 12 considerable posites map. 
port for fim seginwe. Million of people have 
wide real advances under Communist role, 
and mmong many there is @ Jeling af pride 
in China's rapid advance as a world power. 


$4, Texenutions and sondermations to lehor 
teform battalions are net resorted be as ima 
as they were int the adviy 1050's beeatse more 
effective methods of, conbral herve been de- 
veloped which lave the added virtua of bring- 








“The aietage ose of GOP Polllgaes seoibers ip 
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ing Jess international disaporobetion woo 
the regime, The use of overwhelming acl 
pressures Including aceusation amd condession 
moctings iy a principal device employed. An 
effective damper upat dlssideride fe alas pro- 
vided by the extromé degree of ceglinentation 
which is impoed upon the people: they 
haven't: the tline, energy, or privacy ta organ 
ise day kind of antloogioe activities, Tao mew 
devices af regimentatlon textroduced in the 
past three years ave the commune system and 
the wiiversal siittiia. 

4%. Thea great seonomts promise: ‘whieh the 
regime made fot thee eoemmune system, Haws 
rentained unfulfiled, but the systena hes tee 
retained in dileted form throng binich te dati~ 
tropdde, pavlly for anelal anal political reasons, 
“reeling the hovsewile irom housahold 
chores to werkt In the flelds and factories, 
ghaine for chiiiren, in communal child-care 
nentird, aid teedlny the peonla in eeemmenal 
messhalla luie all worked fo weaken the 
family sid to impreve epporbunithes fer gure 
velllsnen ahd indactination, It is hely that 
during the period of this catimale the regione 
will move towatd tha reinstibation of some 
tf She early comimuitia features. 


48. Socialgelitioa, motivation is even, achia 
eudent in the case of the urhan comm 
Th pregram, which was peshpotied in 1958 
when diftoalties were encountered, was Snaliy 
launched in Maréh of 2960, and by July fie 
regime dlelined thal nearly 65 million turban 
dwallits had boon enrdiiead. The putieen of 
orminiastion for urhan communes ls less 
shenidardived Bian thes of the rarel ones, bab 
the chief charatteristice appear to be the ine 
stihution of commana) messhally and child 
chek canker and Ene release of wamert to 
wevious inde of subsidiary frdusteial work. 
‘his wnpopuler program is af dublows aoa 
Rormit value, and If has brought tew it any 
veal banetite to ie members. Like the rural 
enamine, however, 1f improves the regime's 
capabilities for tegimentation and indocieina- 
ton. ‘The wae of senles tearm to do the 
houscleaning provides a continuing inspec- 
tion of the workers" quarters and thate fow 
personal peesersions. 
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47. The new militia organiantion is tkewise a 
potent instrument of control, Altiongh « 
body of militia outelde the etray tis weleted 
for maniy years, the present nelonwde frame- 
work for the mullite dates fvom 1968. At 
that tine it became an otegral part of the 
"Great Leap Forward’ and communa pro- 
qrama. Hvom shou five miliice metibers in 
10h), the vrganizetion has gtewm fo an egti- 
mated 220 milton," and inchades women a8 
well as men. According fo Mao, the willftin 
Is nok Solely, or dven. primarily, an adfunet 
of the aitmy, bik i intended to serve many 
purposés; military, labor, educational, and 
plystenl culture, The primary taske of this 
Wreetly expended mia clearly Ue la cone 
nora ated political fields at present. Th peo 
qides & menus of organiehig wider molltaty 
discipline » mobile labor compa which gan be 
readiig moved wherever it is needed. Gnila 
fave been engaped fn irrigation, food peenn- 
Hon, cultivation, aad conslraction projects, 
‘The organisiion of thas pensante and week 
era done military lines and subject to military 
distipling adds one more means of regiment« 
ing the individual and preventlig the organ- 
ization of resistance, 


49, To the waders, however, these Institue 
tons of control represent oniy a beginninir 
of the processes of creating a new tonite 
Communisiinan.” The Chinese Cocmundsts 
have published articles praising the prospect 
of further decline of the family and clahming 
that. Jove of fhe slate ie ao far greater and 
qos rewaiding thing than love of familly. 
How far they van actually go ha changing 
the Chitiexs people renaiia to be seen, bet 





. they have alveady gone mach Turther in regi- 


matiling the napididly individuedatic Chines: 
than most students of China had thought 
posmibla, 


49. We Bellows ib tdileby Yuet <stiregime 
aclivifies wil threaten the reginw's. ability 
to contisl and direct tlie country during the 
ext five yours, ‘fhe Sovlet experience of the 
early 1930's demonstrated hab even muse 
abarvation tay nok generale rasistares thal 
con Bees a cuthiess totalitarian regime, The. 


* Only B witall parcahiags of thease are militarily 
adfgetive, Sea parageagh $9. 
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majority of pegnig will probally be disantisfied 
with thelr paraonal tot under communism, 
int teow will lack any effective nicans of 
trarisinting thelr discontent into saetive xe- 
sistance, As dlslllustonment and the pee. 
Burs toward disiderce inerease, the soghtsbt- 
cation and pervasivendsd of Priping’s contral 
tnechunicm will alee grow. Pelping’s chien 
pROblam @Hl be sot sa mich the suppression 
of dissidenos as the overcoming of spethy, 
fatigue, and iiasive resistonee, Tn ony cage, 
WE ROW cee tho sucleus thyreast, either fnternat 
ar exbernal, to the enntinuance of the reginie, 


. Milttory 


a0. General, Thera have been no dramutic 
changes in the ae, equipment, ar deploy 
ment of Common: Ching’s military forces 
during the past year. Proprius toward itt 
proving the capsbliltes and modernizing sie 
equipment of the atmed forces hag beat 
glendy, Tut ok apoekanalar, Connuniet 
China’s awn munitions industry is growing 
principally gs the yeenli of indestrial mo: 
thine: and fovhiicat assistance tram the 
WSS, and Sovet shipments of military 
wyutpment to Ching began to deorenses it 
fes8, Pelping is ati dependent ugom Mos- 
cow for many kinds ef military equipment. 
and supply, particularly POL atid the more: 
gomplex items assclated with a modern sud 
helaneed conventional force, However, dure 
ing 1880 Soviet shipments of militaey equip- 
Tian’ ant machinery for thea production of 
toiitery supplies fo Cina appear to keve 
dropped off sharply, 

5h. The concept of a large around forge con 
Hnues te dominale Chinese Comearitas mite 
tary duetrine, There are more than 2.8 sll 
Tiers matt iet the millitary establiahtant, whieh 
ig capabie of defeating any other non-Hovist 
Adan forse or combination of forces. Alnut 
25 percent of them are assigned to the army, 
moaking: if. the largest ia the wordd. In ad- 
ditto to the Graditinnal mission of defending 
Communist Chins, the army has teiportant 
ines security, eoomamle, and potlkieal 





wf ‘Bee charts and inene, mages STE. for dakalte ¢ exe 
aerning Chinwe Commies iiitary sirengths 
ied diapaslions, 
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funciona, In tolling Ile funetions the 
atiny 1s backed up by a large trained eeserye 
etl & hutee Baspie’s Militia, 

Be. A few select Multia unite heave achieved 
& fair degree af military effectiveness, Bow. 
ever, an tha whole, tie militis lacks the weap- 
ane, training, and support that are required ja 
the devalopmient of military capebliitie, in 
tha strict military genes, the principal vate of 
the mllttis Lee in ite patentio€ wa searee af 
partslly trained manpower for replacements: 
for the regular armed forces or to free the 
ae forces [rom routine Internal security 
ake, 


5. The Chines Comumonteh Air Fores and 
Maval Alr Fores have & combined yersonne, 
strength of abel G50) and aboot 2500 
jes eiveratt in mperstional unita. ‘The aby 
fares tw hag abowl 30 sdyanded fighters 
(FARMER SMTG-19) In teaches unite tte 
dir defense capability has improved theragh 
mixiecnigaiion of tte aireraft cantrol and 
warning nabwork and ai intensified training 
program for Aghter pliekk The sir offenatya 
capability How in a Hehe jab berber (BRAGLEY 
{L-28) force of about 420 alreratt, 40 piston 
medium kambers (BULL/TG~a}, and stout 
145 piston light bombers (BAT/TU-2), The 
Chingse Communist) Navy, (including ite alr 
fired} faa an eeliomited THO) moi, tts 
principal alvengthe are ite subnidrine force 
(20 sltips, ineluding 3) “W" Cisgg), uo large 
and effective motor turpade baat fores, and an 
axtendive minslaying copability. 

$4, Relations Betiosen ike Party and ihe Mik. 
tary, Comntatnist Gili’ sanior thllibiry and 
polltleat lenders hava worked clonly together 
for many years, AS lenai a third cf the 
metobers of kha Central Committee of fee 
CCP heave had extetigite imilitury expert 
ance, anid fterly all ef fhe romuiining ben 
thirda have had suit military experience, 
Every keg position in tha Ministry of Netonal 
Deterie and in the aened fercia it held by 4 
party member whose backgroand includes com 
tinuclis party activity siece the 1630 or 
iedi's. Until recently there hed been ao inal 
calorie of serious diffeenges of opittion among 
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55. However, In Sepbenber 1950 the Minister 
Of Defense and te Onlet of Qaceral Stat warn 
Saplated iager conditions which strongly sug 
Gest that diffananees of view had developed 
fimiiig ite top leaders an 4 Hitinher ag inipar. 
tank questions. We belleva that these ques- 
tian indlide fhe relative prictliy of military 
Modetrileahon. versis economia development, 
patty interference in professional military 
matters, aml the constané Involvement of the 
aimed forces in ningiliitary activities tikes 
tha commune program. In addition, It is 
Ukely that there ate high-level di greemants 
tomperhing strategic concepls and the nuclear 
weipéna isgue. Ne widespread purge within 
the military appears to have followed the re. 
plavemerit of the Minister of Defense and the 
Chiat of Stadt, wind it ts Waly tint the present 
fngumbenta will attempi to close sty gens 
which imtay have developed between snilitary 
and polltical thinking. However, as youtiger 
mullitary technicians and epetialists emerge 
and ausuMe Inore respotisitie positions, 3b is 
likely that miltiteryperty diterences will can. 
tine and perhaps Inerea, 

a8. Sineevlet Cooperatian. and Aduenced 
Weapons. Coromunieh China dees not have 
as yet @ Mmlasite ce imiclesr weapony capability 
af its own. Petping is giving Aigh priority ty 
a HGieer weapons MapMenk program, 
Until the Chiness Communists develop thelr. 
GK Hidleat ea&pability they sill remain de 
getdent upon tae USSR for millitery supperk 
With Nuchiar Weapons, We believe it unlikely 
tat the Soviets have stalonad nuclear weap- 
oid i China, biti even if they hays, such 
weapons would almost curkiiniy be held under 
aivick Soviet custedy. ‘The USSR could give 
China nuclerr weapons from ite own stork 
file, hut if siting: sertainky haa not done on, 
and we do net bellew: that the Soviets intend 
te do se-within the foreseeshie future, Sint. 
larly, we have no evidence thak the USSR hag 
equipped the Chirtese with surfaetoaurfaca 
ballistic tnizeliea. ‘There are indications, how 
ever, that the Chinese may have received some 
Soviet ale-ta-ate mtestios, 


"A Paengraphs 4-51 af HIE 160-38, “Bicostleviat 
Relators," dated  Acmast 160, dlaeusy tty 
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ot We ate olmost cortuln that the Chinese 
Cammilat desita for 4 nuclear weapons ca 
pabitity and Soviet reluctance to provide the 
Chinese such a capability is a majer leue in 
Sinafavint relations. The Chinese Coromad- 
nists almost corteluly consider thet 4 demon-~ 
stration of thelr eapability to peodues nuclear 
Wappans would corfint thelr claim to great 
poet abate, amd they will probably cory 
they tincleer weapons program forward us 
rapidity as feasthte, 

BE Qur evidence with respeck to Comnvunlat 
Clina’s puclear peogtem, in iementary aa 19 
one Inferration about the satus and extent 
of Seviet aid. Ta what wa eliniate te be the 
pieeent state of Chinese Communist aampe- 
tence, the coxrying cul of thelonable matariats 
pooduction programs requires slynifiaund to- 
vick aaziztance im the form of technletans, de 
aligns, abel equipment, As we have eutlnated 
serifer, we belleve that the Soyiete have been 
moving ab a delicate pace in assisting the 
Ohiness ja fie nudlear Reid, aeking to hold 
Ohiness impationce and discontent at a levet 
consistent with the Soviet view of the Treat 
interests of the Sinw-Goviet telstionsin, He. 
cent evden strongly cuggesta thal in the 
fuist The USSH haa given the Chines Comox 
nists tiore ferbnidal sesletance toward She 
eyentual produgtion of nuckar weapons then. 
we had previously hellevad idkely, This evi- 
Betea ia iInsaificient ta sateblish bow much 
asters has achusliy heen given, although 
we belleve the eid has tee fairly gubstentiol 
au inemasing ovir the yeara, oh lead iwnldl 
Peeantly. 

AG. ‘The USSR hoe provided Communtat Ching, 
with a sucker vesearch nebo end fa beaten. 
fog nuclear silentiste ba tie Joint Tnetiiuta 
for Nilay Hesearch fo Dubs, USER, The 
exploitation of mative traniatn resources hax 
bent underway, ith Soviet aglatanoe, since 
ifiG, Ab least it deposits are now being 
worked, and we believe That ore with & wri- 
inhim metal equivalent of several hundred tans 
is belte mined annually apd retained i 
Chinn. ‘The Chincse Commanista have prob. 
ably initiated the processing of svanium ates 
into metals, and this teads us to believe they 
aya currently building « plitenium priduction 
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yeactor, Although: there is np condbagive ovt. 
dence, there are strong indleationa that Ghey 
ri oe butlding 2-205 gaseous diffusion, 
plank. : 


a0, On the basis of the iragimentary evideies 
available, wi now believe that the mosh pool 
able date at which the Chinese Communists 
alld debimats a first wuclear deview ts somne- 
fime in 4863, though it might ba se late ag 
LOA, or az early aa 1902, depending wpon the 
antual degree of Soviet assivkance,t® @ Given 
dirstt Solel asaistines In fisaslonabia made. 

rials, desives, anal fabrications, die Chinase 
could produce @ nuclear detynation In China 
ath abmoat any tine in the linmediate future, 
Ou tha other hand, tag 8 result of Sine Boviet 
digannsions there woe i lessening of Sovivt 
gatishance im the nuclear field, the Chinese 
cece igs progress would be subsbarblatke 


a1, While the explosten of a nuclear devine 
woud give the Chinase Communists pelitienl 
and propsgenda rewards, they would alot 
wertainly proceed to create an operational 
nuclear capability a3 quickly aa feaslble, 
However, at least two years would probably 
te reyuired after the flesh test to produce a 
stall stockpile of elemeritary weapons. More 
aur, given ceuniomlc Limitations and the reall 


“Tht paragraph ie from NOS ddd, “Lei 
lage ae Conseguetens af te Development of 
Wucleor Capsbliities by Aiditional Countedes,” 
dated # Saulumber UA. Gee parageapie 37 ta 
4 of that eathnate fee a tultey diveusston of tite 
gunction. Sos also ATE Waa, be be pobledred 
tn mid-Dacnher 1605, 

“The Avalgtant Objet of Naval dgeraticts itn 
prin giitcel Cepiriment of the Novy, beens 

that infermation an the nsture and extent of 
Soviet aid te Communist Ohbw ds oe yet Inaiti« 
Gish Toy & faltable éetimoate of the gear ia whish 
the Chinese Communists cold detiiete a nas 
wey davies, He vittsiders, howwstr, tliat cape 
tein beste ovidence sieid hayes Besse ayedl« 
abla bo 1a be fits thee EE fie Chinese Coena. 
Misty were progressing toward detunating of & 
domesttatls pouigned nuclear device very ph 
atone Sve final stage of Gilg five-door ttle. 
‘The sgaletunt Chef af Atalt, Intetiigenes, 
GoAy, sondagent upon continent of tbe pets= 
ant leval at Gawiab ddalshatice, balloven that the 
Chinn Will probably dabonate Ueeir fret naalear 
Sevice let 1908, ant peagibly as aarly aa tate (06k, 
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les af geography, they would probably rely 
initially on airoragt as delivery vehicles, ‘They 
heave a few piston medium benbere of the 
BULL type, which could reach Japan, Taiwan, 
Okinawa, South Korea, and South Vietnam, 
aa well aa additional areas In Bowkhemst Asia, 
Ta addition wa belleve thet by 1008 they may 
heve a aubetantial number of fet madlor 
bombers, sasumitig continusd Soviet aseist- 
Ante, 

62, The Chinese Communiat missile program, 
we believe, ix In the early tesesreh, and de. 
velopment phast. The initial production af. 
fork will probably be ale-lo-aiy rockels with a» 
alapile type of xadio or infrared guidance sye- 
tem. We believe that thay will aleo go for~ 
mud a8 rapidly as they ara capable with the 
development of baliletie missiles, probably ate 
centrating in the frat place on & missile with, 
& cange Of 200.000 1.0m. capable of carrying 
& fission wirkead, Stich tilselles world plve 
them: covetage of mast of tha targets anette 
fintied ghove, Tf deployed im Tibet, such mis. 
alles would also give coverage of the major 
cities of northern India, We helleve that thay 
dould develop auch missiles Gy the late 1960's 
or, with considerable Soviet assistance, mach 
ontlion. We do not believe they contd, by 
themselves, producy tha &,500 nr. missile mec 
essary to give thet, a capability against the 
US willl well after 1870, 

83. Prends b1 the Miitery Puree, Te additign 
to pushing ita program fo attain a naclear 
tapabiliy, Communist China will probably 
continue tO Inecease ite convaritional military 
MUPADLIGY over ine next ive years, Thernio af 
inavense In Communist Chins's military capa. 
Uithies will be determined iy large part by the 
ecomenne demande of the regime's overall eco- 
Homie development program and lay the na 
fure and extent of Soviet anedetanes, 

G4. By 1068 the Chingse Communist Ieaders 
will be more aware of the inplications af 
autlesr weapons ond this may have aoe 2f- 
feck on thely slrabesis thinking. However, 
Commithish Ching wil probably sthl maintain 
& mass army, The offensive and defensive 
enpabllities of the alr force and naval alr force 
wil probably have improved conslderatily by 
M65, Their fet fighter eirength will gradually 
Inerease and higher pevformanice alrerath will 





beinivadused, Offerixive abrength may be fur- 
ther exhenced by the introdustion of jet mo- 
tiliin bombers, Although Communal China's 
alreratt industry is Gecoming tess dependent 
upatt imported components, tte assembly and 
production program fs still dependent upon 
tite Goviets for qriginal blueprints, technical 
nosistanios, and traliing, aid for the more 
tunipies gleclranis and specialized equipment, 
At present Citinese fnctoricg are turning out 
about 2 MG-10 * and 12 ght piston brane 
ports (COLT) per month, Mild airoratt 
and engine production will probably baild up. 
ta ahowt 38 per month by 1665. We believe 


“that the Chinese Communists are planning 


to build BADGER (7U~it) and/or CAMRL 
¢TU-104, the transport version) alverafi, As- 
siting continued Sayleb assistance, we esti- 
Toate that ptoduchion could begin in the last 
quarier of 1661. The Chinese Communist 
Navy will algo ineteass it cee and Gnprove ite 
eapabitiiies over the next five years, “The 
shipbuilding industry will almost certainly 
continue to grow, ponlucing additional and 
improved ships, primarily of Soviet design, 
for bath. the mavy aud the rapidly increasing 
metchent marinn Navel constriction «ill 
intlede submarines sa well ag girface ships 
no larger Shan deatvuyara, 


6. Summary 

G0. Despite the difiauls protilens the regime 
will encounter, domeshic developments during 
the next five yeaty will provide a stronger hase 
for the regime's pursuit of its ambitions abjec- 
tives, Its nennonic depettderice open the rewt 
of the Blue wil be considerably reduced and 
ite milfkayy depomdendé, though still erttical 
in, sume reepecia, will lessen somewhat. Al. 
theugh throughout the period the offentive 
atriking range of its military forces wilk be 
limited f nearhy Astun countries, Peiping’s 


O We Giiiow: Chat the Mulder aleeragh plant dg 
prituchig MIG-10 alittaniis and engines fren 
donpintioaily produced aompamnts. ‘Phe metal. 
Tutgical fadustsy tn Gemmunist Cina hax pot 
yet miusterod thé lecimology Invdhved ix pra 
dudlig ond fabelomting the high-grade and High. 
tempinatire alfogeudnginding cheatie and nintet 
alloys—ubnd it She mianuiacbins af feb enairiok, 
Such a iitist stl] be imported treat Bie 
sountiies 
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ability to assert international lnfiuence wil 
increas. Paiplng’s growing biipact om weld. 
alfalrs will te greatest In the polities fleld, 
Ha capabilities in economic waters Will ate 
ineraase, but nok to the sume extent The 
steady prowth of the dotestia base will piah- 
pbly encourage continued confident aggres- 
slveness of the regina in sbriving for the rapid 
sdvancemant af Comantinisé Otiina's interna 
tonal position. 


fH. GOMMAUNIBT CHINA'S INTERNATIONAL 
POSITION 


&, Pelping’s View of the World Skeutian 


@6. The Chinese Conunundsts tend to hive 
an astigmatic view af the world and of thelr 
oan postion in it, This distorted image is 
dite fa oaxt to thelr limited exposure ta the 
outeide World, Frobably of more importanea, 
however, is thely tendency to create a plete 
of the world that gives continuing validity to 
thelr own rovohiionary experiences and suc 
césses, justiiies the policies they feel they 
wiuak parse to salve they speclal domestic 
and Infarnational problems, and remalng trite 
to eerhiin fundamettal Communiat preeepis, 
Bore of Chale foreign polly aetlons continue 
to demenstrale conslderable pragmatic flexi 
bility, and they probably overstate some of 
thelr views for poleminal purposes, Hever 
theless, shalt Interpretation of world devel 
opiates aan te haye 4 aironge daciringice 
and Ching-cantric bles, leading Pelping to 
an overly optimistic appraisal of the pros 
pects for communist In gemers) and Cont 
ywutist China in partioular. 


G7. In their picture of the world, the Chinese 
Cimirnunists sea Ee alliance of the antl 
Commuiist “inparialiat’ nations as weaketied 
pid divided and tie US as frustrated and neant- 
ing political barikwuphey int world affalys, 
Since tha advent of Sputnik in fete 1067, 
the Chine hove appnrentty believed that 
Soviet weaponry developments have tipped 
the balance of world military power te the 
Blot, They wag agent convinced that the 
Blog has surpassed the West in political In- 
Suenes In many ateae of the world and with 
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overtake the Wert In ecomontic power within 
& few years, 


63, The Chinese Gonumunlats appear to view 
the mmocommitted and underdevaioped coun- 
fries as providing Uhe grestesl opportunity 
to haste: the collages of the capitalist world, 
They portray the peoples of Asis, Africa, and 
Latin America aa ineteasingly reetive and 
disilusionad with teak Sprveriireen ie pod with 


that the thie hag ome to encourage and sup- 
part nationalist and Cameovmist revolotions 
it Thee aides, This, they apparently believe, 
would inolate the US, lead to the disintegra- 
tion of its alliance ayytern, and deprive it of 
assential markabs and saw materials 


#0. WHER this ylew of the West on fhe rin 
and the peoples of the uneamimltted canmicies 
fuming toward the Blot, the Chinese have 
apparently concladed that unremithiag Bloc 
pressure must be maintiined, partlonlarly on 
the chief enemy, the US, attd that the wortd 
sttuation is. tite for exploitation by bold and 
aiilitant Communist policies, even ff a risk of 
war is involved, Accordingly, during the 
past your, the Chiness have argued with 
vigor that: (a) the unchanged and unchange- 
gule nature af “imperisitam” will inevitabiy 
breed mew wars a the littperialix} nations 
are pressed to the wall; (bh) serious negotiation 
with the West 4s foulhardy, Inearmuch as any 
detunte ov lesseniag of fetieions would otily 
provide the US ao breathing space in which. 
further to Inoredae ita preparations for war, 
and miareover would comfdee the people of 
the world and full thee will to fight against 
imperlallam; (¢} eiphaisig should be placed 
on tipparbing mivtlationary leftist sore 
mans, rather than an wooing natlonalisiic 
‘bourgeois governments; and {i} Bloc policy 
should net be serloushy Inhibited by fear af 
war, becnige even a nuclear war world not 
oe digasivous. Indeed, the Communish Ohi- 
nage claim to belleve thot the horrors of nu. 
gleat war are oyertated, that ai Teast 300 
wnitton. Chinese would survive, and that o 
muda war would result ia the oniversal 
Gumph of communis, 











B, Sina-Sowlet Relations * 
0. These Chinese Communist view: of bho 
world situation and Peiping's afferts to pinga- 
gate them within the Blos during a Hime 
when Soviel Inaders worn pormdng a more 
miaderate polloy anpiiaeilig scoonomic and 
polltical competition and minimising risks 
of vent, led to a sharp dispute between Mee 
tow and Peiping. Aiwa June 1960 Khru- 
Shakey took the offenshia and bas attice amalit~ 
tainnd strong pretsura on Priging, Meese 
has intensified poble attacks on Polplng’s 
“dommaliam” and “narrow pationaligm’ Th 
had alsa indicted, although fn eon tases 
unancceshully, that other Commune parties 
atatind the world back the Soviets in the diz 
pute, Hiwover, the Chinese have not dropped 
thelr oriliciens af the Soviets or abandoned 
their views, and have indeed hinted that they 
are propated bo rely on their aam resoureer, 
if necesuany, for future eeonomdés development, 
V1, A number of tindametttal tastes are at 
ateke in the dispute. Foremost is Pelping's 
challenge to Soviet daminanos at informations) 
somininian, Contributing to this are sharp 
differentes on the bade neture of Bloe poliey, 
aclash of Russian and Chinese national pride, 
fund the personal preshige of Mao amt Rhru 
shehev. In short, the controversy hes 
achieved such menu and bivoiwds ach 
basle Issues that @ serlous etraiti hee dave 
oped. 

7a. Mevyerthelate, the cohedlye fories in tha 
alinnece remain strong. Mesow and Be 
Plog continue to ahare common besad obs 
jesthres, amd the recoguition of @ contac 
anémiy and of the mong shratepic advantages 
thay deriva from thelr alliance, There i al- 
midat derkeinly at deute weareness an both 
aides of fhe surious damage that a conticaed 
breach wereld Infick on. thelr cugpective nex 





The Judpaierts in, chia section appear to be cone 
alatent with such informatha ag we aow have 
on ban teeastly udloureed conteraee In Meseape, 
HEE 190i-i, “Biie-devet Relations,” dated 9 
Aupna 1980, cid Chester FF or Wig Tht, 
“Mole “fracide in Soviot Dapabitittes and Pallelea, 
WGh-T8dh," diated December 180, cuntale o ners 
datelid diaasaton of thle subject, 
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ional intecests and on the propresta of In- 
ternational commanizm. In addition, while 
fhe Soviet leaders vant condone Chinese 
obstingay oy accept Chinese polley preferences 
without weakening thelr contrel of the Com- 
Tmunist movement, Chey catnet allow an overt 
and dermal breach to occur without & forthe: 
sarbous loss of influence over the Cities ara 
without gravely weakening the intertiational 
Comminict moveninnt 2s a whole. “Tha Cale 
nese, on. the other hand, deepite their evolu 
onery zeal und arregance, need the con- 
Hnuing economic, political, aad willitary sup- 
port of tha Soviet Union to actleve heir ae 
bitious farti¢n and domestic goals, Mortavet, 
there is strong peesuuce irom the other Cac 
munist parties for m resolution of the dispute, 
32. However, since the Sinodoviet disagrea- 
ment innolys sock fndamental issues, it 
sentes to te virkually imposible that there 
ean be a return to the relationship of earlier 
days, with the Soviets dominating a clogely- 
kek aitience, On the other hand, an overt 
and fonnel breach like thet between the USSe 
ond Yugoslav in 1048, while possibile, seers 
inifidly. Consequently, we betleve that the 
wilionce against the Weet will hold together, 
bat that the estrangement will continue, with 
‘Hipe and downs es new issues aries, Even, if 
seme nonunal dineSevicl ascomaniadation is 
yeathed, Ube Gitterwess and susplatoda ane 
fandeved by the present diapute will continue 
to color the Giio-Goviet relationship, Nelther 
Wil tepst the other as fully as before, and 
polloy coordination. will be more diftiewlt, tn 
finnés—thiitigh nob meceatlly within the mext 
few yearé-—tha problems jiierent in the rels- 
Honship could load te even incite sarioity ovlses 
in Sine Soviet relatieng. 


€. Communist China's Forelgy Relators 

74. Despite ite axrogence and tough talk, In 
practice Pelping has teen folowing essentially 
fowerlsk policies during the pash year. This 
apparent contradichiom supgesta tet tid 
hess Cotmanish soley ig neither irrational 
not inflexiiie. Orie of Mao's tundamentul 
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concepts las hacn thal a fetal and irrevacsiila 
earumnifnent of forces should not be made wor 
lege there ia overwhelming superiority over 
tht enemy. Bae otid lie colleagues are al- 
most gertatniy aware thal Communist China 
dies Rol posses such supedoriiy ab present. 


7. The gap bebwom Communist Ching’s 
words and aches prolathly coreponds to 
the gat between Its ambitions on the one 
. Haid andl ite own present power position on 
the other, Communist China's foreign policy 
wil reflect Mla fap, with both tough and 
moderate tactics continuing te be applied, 
ab tines with Uitle apparent comalstency, to 
the various o vanities and dhallenges at 
hand. ‘Though Pelping will assure a pose 
of swest reasonableness In rauny instances, 
we do have dome coneet that Paiping's arr 
gand salf-ienfidetcs and revolutionary terver 
hay incredes fhe danger of Chinese miseale 
mulation ta Asia. 


78, Potog Toward the U8, The most intense 
_ Slernént it Pelping’s foralgn policy le unre 
mibiing hestiilhy toward the US. The Chi. 
nese Communists view the 08 an the major 
ohatacte bo theiy aan ambitions aad fo the 
general expansion of Communist power and 
jnfiuene ink the world, The Chinese Common 
nist leadera have mada the U8 the symbol 
of evil and maintained 2 “betegerica” nae 
piign within Ching which eb Hates has 
ronahed a tiear-freneied plich, 


77, SH belong in a seal sere outelie the in 
temnational palibicul arena and unable be chalk 
lenge the US militarily or ceonomically, fel 
ping has ablempted to underout US power and 
intinenos In the Par East, concertrating ita 
praicites seainisk the affehore islands, Taiwon, 
Bouthedsh Asia, and Japan. Thus far, how 
ever, Canimunlst Ching bes wen no dear wits 
torles in theas aveng, and has not been abl 

fo fncresse He own power and Infigence ax 





rapidiy aa it has hoped, Eepectaily evidert in 


Chinese Gamiumiet foreign polley fe a great 
element of frusteation caused hy US denial 
te Pelping of both Taiwan and acknowledged 
world status a0 8 neargreat power which gave 
ane China, 


78, Tre Tetwon fare! Much of Petping's 
“hatetineriog” compaten revelves around the 
Taiwan isena, Pelning has never deviated 
from ite views that the Talwan question is 
purely an interna] Chinese toatter and that, 
cotsenettily, support of the Matlonelist Ror 
ernment Is “foreign Indervention”® and “ 
gression" agate Conununish China. Pelping 
will alot curtelndy not change ihe objective 
or views With respecé ta Paboran and all ve. 
man vehementiy opposed ta & “too Chine” 
eolution, Ti almesh certainly will not re. 
naunes the wee of forge in Dae ‘Telwan ares, 
and will conttous to maintain that the only 
peacehul solution would be tor the US to with- 
diaw lie military conunitments to the Na- 
scare and its military gorces from the Tal 
78. The Chinese Cornmnists ore not Wkely ty 
attemp bo fake Talwar by fores in the face 
of strong US defense commiimenta ta tha Ne. 
Titrlists, Palphig protebly bellaves that the 
continued strengthentug of its internathonal, 
position and a deterioration af tha situation 
on Talwar wil] eventosiiy lead to the collapses 
of the Nationallata and the recovery of Tal 
wen. However, Felping 9 erodeus to epee 
np the pedeees of maqniting Taiwan, 

80, Acconlingly, we belleve that the Chinsse 
Comminniste il again initiate a high level 
of military pressive in the Talwan Stilt area, 
within tit riekt year oreo. ‘Tine fori avid ria. 
bare of this preseure oanmet be predicted with 
assurance. Wie believe that it will be prima 
riy @ proking action designed te test again 
Nationalist strength and morele and 18 1 
solve conoming the dafenee of the offshore 
lends and to exacerbate relating bebweeny, 
ths U6 and ite allies, This action, however, 
will probably be at a level below that which 
Communist China exiimates would lead to 
major hestilities with the U8. The Soviet 





"Tia quegiton of Taiwan and the kellheod of 
renewed Chines Commuanict millkary activity in 
lag Talwan Stralt area are considered In detail 

in the follviuy aetimabes: HNTB 49-59, “he 
HWshore Ielacide,” debe! & deplermber 1940; anid 
BSS 1-4-55, ‘“hinews Communist Intentions 
and Probable Qearaes of Ach t4 fhe URiwar 
Siratt Area, dated 14 Marck. Dong, 
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astimate of the US response would be the key 
factor in determining the aature of any prior 
Soviet commitroents to the Chiness and of the 
reshatits tha Sovleta would geek to impose 
upon therm, 

fi. Conpnystiot Gina and the OM. Commu 
nist China has made no codearted drive of its 
own for mombierships ln the TN, lot hea relled 
upon the Soviet Union and several nentralist 
Trationa of the Afrodatan group bo prezent ite 
case, Coramanisl China waits the China seat 
at the DW both aa a ayrtta) of ravegnition of 
ita big page stains, as a Wow bo the Qhinase 
Wationalicts, and as 4 mejor defeat of 0S 
polley, Peiping would almost curtatnly refuse 
oo take a seat ander any arrangement which 
provided for gentinued Natlonalish Chines 
yepresetitation. The fubure policy of the 
THER with respect to the UN te nok entlesly 
dear, and Moscow may seck to use the repre 
sentation issue te embarvass the orgaciisation 
end the 05, Ta any event, hae China repre. 
seniation issite will probably become aeute 
mec year, sinoe it mow appears that the Us 
will have serious dificalty in maintaining the 
moraborin. 

82. Polittes ia deta. Peiping’s policies to 
Aala have not followed a consistent ting. At 
the Bandung Conference in 1965, their hard, 
militant approach gave wey fo & “peateful eo~ 
etietence” ling, Ta 1068 and 105%, Pelping re 
verted to a hard line In Todonesia, India, 
dapat, and the Tabwat Straits. Apparently 
redliaing they hed pualead ko hurd, tea Cni- 
nesa Communists Have again shifted back te 
ward the pre-1058 comxistence theme: they 
hove accommocdated Berma in settling Ee 
border issus, comeluded friandship treaties 
with Burma, Nepal, and Atghanisten, revived 
Proposals for ani Asien peaes pack end abo 
fren cone, and adopted « lex adamant end ar 
togant attitude foward India and Indonesia, 
Petping’s lem belligerent approach bowards its 
Asian neighbors hag cceurted ab te very time 
that Paiging hes been trumpeting for « mil 
tant Communist world palley and sinmoat 
wreeking is ralabione with Moser in the 
process, 
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ii In Asia, fopan be @ pelority target for Pel. 
plig. The immediate Ohinese objective is to 
weaken Jupan's bea with the Us and te stile 
inte Japanese newhraliam, Pelping gave sitane 
piopagends support aid some oavert fing 
lal gid to She damonatrations in Japan againat 
the cedicihy treaty, and probably believes tat 
ite etioria contritirted substantially tothe can- 
callation of President Eisenhower's visit anid 
the resignation of the Kishi government. Tha 
nus slenticant Communist ausete, from Fel- 
Pings paint af view, are the neulraliat santi- 
ments tn Joyen acl the continaing widespread 
belle among Japaness that more nermal rels- 
tiong with mainland Chite are necessary for 
Japan, As ii has In the past, Felping may 
filzclinulale Taparess reactions fo atternpts 
fo Imiluence its polletes. However, unless Pel- 
Ping overlays is Dantd, an Increase et Bitte 
dpenese tonde and culbaral relations is prob 
able, and the establishing of diplomatic rela- 
baad ja pogslhie within the period of this eatl- 
THAG, 


B84 Comiunlst Chiton’s growing power will ine 
ercealngly threaten the stebility and orlenta- 
ton of the utates of Southuast Agia. In spite 
af Communiet Chinn's roilltant view of the 
world siination, we do not bellews that Pelping 
intends to advance He alms bi Southeast Asia 
ty overt aggression with ite own troops, or 
thida of Morth Vietnam (DEW). Neverthe. 
lees, depending on the cireumstancea, the Chi- 
nese might sponsor the committing of DRY 
trpope, ar commalb Chinese “yaluntece™ troops, 
it Che yal of US or SEATO enliltary fvberpen- 
tion in the Indochina states area. Pelping al- 
mast certainly believes ab the present time 
that minck of Senthesst Asia can evertiually 
be Sihvertted without teed of Chitiess of DRY 
invasion, and will abet certainly sontinge 
dlandestinely to supply equipment, training, 

and funds to Communist movements in the 
area, Peiping alse tay goin a greater degras 
of divection of these movements then ib mow 
apptars to enjoy, and is militant sutlock may 
acoordingly be reflected in imoreased reyolo- 
Hotery aotivity on thelr part. In any event, 

Syarengas of the growing power of Communist 
Chink will probably enue cerfaln Houthesst 








. fitian governments amd lenders i become 
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more responsive than they now are to Bice 
presuures, 

48, Ungntisfaatory relations with Tndia now 
constliute one of Pelping's major poliey prot 
Toray in Asta problem for which it can find 
no easy solution. The border dispute is not 
Hkely to ba rasolyed goon, although an aven- 
tial settlement may be achieved Involving Chi. 
Hese gecagnition of Indie’s elaine ln NEPA 
tnd Chinese retention of the ares 1k now con- 
trols ii Ladakh, Byet if such « settlemunt ts 
teached, Gormmeanist Chine’s relations with 
. Tada ore likely tovemaln cool and their clvalry 
in Asia is likely to interisity,™ 

60. Policits Fleewhers. Pelplng has been. gix 
ing grest attention ta Afcien, Inq the peetpoet 
Communist Chine has conthwued to giyestrong 
support te the Algerian revolutionary regime, 
Tt signed a treaty of friendship, a trade agree 
monk, and extended a Sth milion credit to 
Guines during Prealdent Bekou Toure's visit 
to Peiping, Chines Communist trade and 
culburel delegations have viaibed a number of 
how Afriaan courittles, To date, Pelplig’s at 
forte have nok mat with conspleuoud success in 
terms of diplomatic recognition However, 
the iellure of any of the new African states 
ah the 10) General Assembly sesgion to exp 
port the USeaponscral inoreataciim on UN 
consideration of Chinese representation al 
nook ceckainly baoys Pelpiig's expectation af 
fubure Atrican diplomatic support. ‘The Chi. 
fess Conmniuniste undoubtedly alse estimate, 
not without jestification, that tha confusion, 
inexperience, antigoloniniist sentiment, and 
racicliom whieh exist in aAdtioa can be ax 


plotted net enly for Communist, bat for Ohi- 


nese Communist benaiit. Tnereasing Chinese 
netivity lp Ukely and it will constitute a po- 
tential source of BineSoret trietion, 


“Por & tullee dleeuagion. of these probtema, sre 
Bin 1-9-80, “Hne-Indian Ralston,” dete 
1} May 1660, and MIB Slo, “Phe Outlook for 
Tali?’ doled 38 Golcbex 1064, 

“Tn Ipstwiogh tt obtained recognition trom 
Ginkted, Ghats, atid Mall, OF the Wf Afrienn 
patios whluh have achieved Tudependeniy 
during 1860, 2 bag recognised Polping, & have 
ceehiliad the GRO, and the remalning it have 
token no formal stand, Throughout Atrios gad 
the Middle Best, 10 slates compaive Bolatig, 18 
vaeognize fhe GG, aid 12 resgeniss neldser, 
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87, In general, Communist China han slacle- 
ened ike efforts in the Arab World. ite ala. 
tlona with several of the countries in the aren, 
notably the UAR, have cooled, Pelping ag 
pears to have awitched interes! to Affics, and 
ite Inthuance In the Middl Bush fs Iteely tw 
tle more slowly than to Africa, 

ai, In the Ingh several years, the Chimean 
Communists have greatly stepped ap thelr ac 
Hvities In Gatlin America, Phey have been, 


Partioulariy busy in Cuba sod hava affected 


a breaking of Cobai; rélatlons with the He 
publle of Ching and the establishing of dip- 
lomatic relations with Foiping, ‘The Chines 
Communists apparently .pin Hele hopes in 
Lath Amerlea more to a belle? that nevoiu- 
tionary and anti-US sentient will increase, 
than to any oxpectation of svon establishing 
friendly telations with existing governments 
other than that of Havana. Pelging will al- 
riost certainly furfher Increase ite activites in 
Latin America and may well exect a growlag 
appeal.dee in part fo China's rapid eoonomie 
progress from underdeveloped status, Fal. 
ping appara even now te have sesemed, oF 
been accorded, ae intreashi¢ role in the gnid- 
ate of Conumunist movements in Latin 
America, . 


D, Foreign Policy Gutlock 

0, Despite their Impatient and belie at- 
Hinde, we da not bellow: that the Chireme 
Cummanists plen to Initiate overt military 
ation in non-Conmunish Asia in fhe near fy 
ture gmépt perhaps in the Talwan Stralt fas 
dixeursed in paragraphs 78-80 above). Pet- 
ging prokably hellaves present trends in wh- 
derdevcloped arens genarelly are moving atong 
ines favorable to Chitiexe Commmamist inter 
esta atul objectives, Howaver, they are ane 
ious ta speed up these trends, While retsin- 
ing 2 belligerent stance, the Chinese Coramy- 
nists will probably continue to follow polleles 
‘which they estate would not run high risk 
of war with the West, untes’ they have the 
hocking of the USSR. However, Commpnist 
Ching will probably nob hesitate to act tough 
from fime to Hime, seeking to impress upon 
the people's of Asia its growing power and 
presence. At tha same time, the Chinese 
Communists will probably be Inereszingly 
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active in encouraging and supporting indige- 
nous lefiwing revolutionary movements 
throughout the melerdeveloyed world. Cov 
artiments aligned with the U8 will continue 
to be the objects of perlodie Chinese Commu- 
jist villiflcetion and pressure, 


$0, We hélleve iliet otiee Conimiinist Onin 
deboriated a nuclear device, and partlevlariy 
when if citaing a nuchear weepais capability, 
its foreign polloy will become more trieulant 
and riilitant, A nuclear aiplosion would 
fiso have a strong fipact on other coun 
tries. The dominant reaction would be a fear 
that the dhances of war Hed tnereased, and 
there would be stronger preseunes for fat 
actaptiance of Communit Ching as 4 member 
of the world conmenity. ‘While seme coun 
trles in Asia would Increasingly Iodk to the 
US te provide the courtterbalances to Cone 
vist China's military strength, there would 
ala be a heightened indiingifon toward ac- 
commodation with Polping, 


O41, Even before the sxplosion of & ouclear 





devies, Pelplig's military power and potential 


hamy Inoréssingly complicate the International 
dissmmament problem. If Weatern diearma- 
ment negotlukions with the USSR make alg 





gi a0 
Hificant progress, internetlonal preseures will 
probably grow greatly for Comimuniat China's 
participation. Peiplng’s leverage with xe 
apect to disarmament will become even pronter 
ones Ching has become a notleer power 
Pelping will expinit Hols situation In an effort 
te enhatice lbs letertiational status, bub at 
the same time may attempt to prevent the 
conclusion of any disarmament apreement, at 
Teast untht it betomes a nuclear power. 


9%, In 1905 Communist China will bs plying 
more tally the role of a leading world power, 
Whether or nob it is a member of the DN, 
Tig stature ta Atle will bave geoen, and its 
military, egonomic, and subversive pressures 
will Increasingly threnten the nowCommnnist 
Aslan poripbery, Petping's policies will have 
Tanged helween a relatively moderate ap- 
proach and outright toughness, but intense 
hatred for the US and an eagemess to push 
the Commanish world revolution will probably 
etl be dominant cements of Pelping’s out~ 
Jook,  Goxaumvunist eatin’ AhropAice rid pie. 
tensions will almost o remain, & source 
ap goneatn for the VESR, Ak the same tine 

the danger posed by Communist China to 08 
interests, partlowlariy In Asia, will have In- 











APPENDIX ik SCIENTIFIC AND TECHNOLOGICAL 


fk. Edwertion in China is now closely focused 
On. the: fechuiniggteal needs of the state, uk 
of @ total of about S800 sindenta gradu 
ated ttm collere by mid-1060, an estimated 
400,000 were in soientific and technologies 
flalds. However, the quality of actantifie and 
technical education in Ching i gtil poor, 
and the teelning of moet graduates in revent 
yenta hag been along wary ttarrow speatalized 
lines which HL suit them for areative or in- 
dependent developments in their fields, City 
a very few highly tralned achiritlate are avadl. 
able, probably about 10003* most of thom 
Western-trained, About 30,00 eseaurchers 
Bnd tehnicters tn all ars eeploped by re 
ceatah erganizations, There alga is an. timde 
termined bab prohably much higher warmber 
ft bechnlesily trakned persons cogaged in ei 
gineering development or other technical 
work primarily reliabed to predection. Gum 
tenbly, most new, high-estlber selentifte and 
technical pereanmel are those trained is the 
USSR, bit by 1965 the Chinese program 
should be producing soma well trained men. 
4, ‘The majot Chinese efferk over the next 
five years therefore will be devoted te build. 
ing up & aclentifie and technologiesl base 
‘wile chatieling thelr present capabilities 
iitte avens pasential to natlonal developement 
iinprovement of the food supply, publie hesith, 
beavy induatty, and military technology, 
During this period, they will need and will 
conbinne be procure foreign bechnalegical ald 
and explolt Weaters and Soviet Bion designs 
end. practices, 

94, ‘ihe expanding biclogical and apelenttursl 
terearch and developmenk programs related 
to food supply are nob likely to Improve 
greatly, bul some gains in ageicuilaeal outs 


“This fa youl oo af tha nunyber 





avollabie in Hee UBD 
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pat will probably eault from the Institution 
of mato oractios, Acklaveaments in health, 
have been inupressive in reducag infections 
and epidemic disanses, Gut the level ef healin 
and Individual medical care will remain poor. 
Areas bnportant to rateing the level of indie 
trai technology, such og chomistey ond motel. 
lovey, wl exnkinue to ehow marked eae 
ness despite vigoraus efforts, Shreng dee 
trome capablities are now emerging and, by 
1865, Chinese capabilities should be aporodche 
ing these of the more advanced Burepex 
Babelliies, 


98. Military modernizution is receiving strong 
empliesl, A, fair eapavility to prodiica moat 
kinds of conventional wemuments ig rapidly 
emerging. Tiltite effort In pat expended on 
fundamental research in miliary fide, how 
evet. Toth naval and aeonoutical remarch 
facllittes axe cupperting production of airoratk 
pnd ships primary of Soviet dushn and more 
wiyanced mmodeis prokebty will be fortheurn- 
ing in the next few years, still primarily of 
Soviet design, ‘While we belleve the present 
‘Chloe is amall and primarily defenstye fo. rae 
ture, thane [a recant evidence of increasing 
ankivitg In this field, Some CW agorie are 
prebably produmed and a anil bet signifi 
cant Teatarch prograt Ja bolleved ta ba une 
derwey. There fs Uitete avidenca of activity 
in Midlogleal warfare, The Oninese ate cy 
peble of uchleving a soumil BW program 
and a faitly eubstantlal CW program by 1987, 
it they oo desire, 

9%. In the atomic energy field, as by other 
Heids, there is only a emall ootpa of highly 
qualified sclentiste, most of whard recelred 
thelr fralning in the U8, UR, Pranes, or Ger- 
many. Although they are probably soma 
what smpered by the administrative and 
Wainite responsibilities: which are inpased 
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upon them, thay are capable of carrying foc - 
ward work In niwlear weapons design. In 
addition ta stepped-up walning at nome, Bel- 
ping is expanding jt: nucleus of skilled per- 
Stine by sending advanced siudmute fy tha 
USSR and the Satellites, particularly to the 
doing inatitute for Nuclear Heteateh at Dubna. 
in the TESR. 

a3, There is evidence of a growing awareness 
in Communist Chinese actentiita and military 
alraley of the importance of gabled mifesiles tr 
Aivoderh warlare, ail 1b cag be adenmedl that 
an, inoteasing amount of Basle acientiaic effort 
in Ching ja belng directed toward the will 
awile development af a native rolssile capa- 
Gllity. There are several outatanding Chi 
tides Communist scientists, some ef whom ate 
US tained in missile technelogy or reteted. 
fields, 

09, Betutise both tha technieal and Incnatrisl 
riqutterenté for a mlsaile program are a0 
great aud so complex, end because of the 
lack of intelligence indleating any intepra- 
fon of thes requirements toward a guided 
ie ae we believe sepia mneres 
Coinimitnisls ate nob peb rendy to etigape fn. 
the testing or production of any type of 
fuided missile. 4 ls possible that they are 
a int the theoretical or early planning 
whsees, 
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iM, They art halleved capable of developing 
and producing unguided rockets for use with 
honnuclear Watheads by 1005, Such an an- 
deavor fe probable In order to provide the 
waesnm for delivering Jerge HE warheads at 
ranges in excess of cinvertlonal artillery. 


101, A Chiness Communist official has stated 
that the régime will erentidliy Iman an 
earth cntullita, and there are indications that 
Chinese personnel are atudyitie racket techt- 
helogy with Sovieh susistance, The Chinese 
would value highly the political and propa- 
ganda gains resulting from a leunching, 
Using Sovtet leunching equipment, aud with 
Sovlnt guldance throughout the project, So- 
webtrained Chinesa Canimunists could proh- 
ably porkorm a succesatul earth exteilite 
launching about ove ue bye years atler initia 
tion of the project, The satellite ligt, in 
cluding sclentiie inutramentation, ceuld be 
af Chinese design and manufacture ‘There 
{s as yek, however, no evideticn of tha initia 
tion of any projects fo launch earth satelities 
from the territory of Communist Ching, any 
lnutiching from Comumunist China during 
ihe period of this extimnte will be the direct 
Pestilt ot Soviet participation and the decision 
to dase would be based on political Jactors, 














APPENDIX Il: RELIABILITY OF CHINESE COMMUNIST ECONOMIC STATISTICS 


108. The Chinese Communists, Uke their So- 
‘et mentors, lave mada it diMoult for forelen 
Ghaervers to use offichal date in gaining a clear 
Uiderstanding of the workings of the econ. 


~ cong, They hays released only partial dete 


find In virlows ways ptesented solslending 
tomparisors in geporting aeonomic production 
Std uctiviiles, This requires that Chtacee 
Communist statisties be viewed critically and 
103. SBinee 1960 observers have heen faced with 
% complication in tha form of agrioniturel 
chop reporting which grossly overstated ac 
tual production, Our analysis of Peiping’s 
aerloultural statistics betwren 1054 and 1967 
indicates that they have teen generally core 
aistent atid reasonably aceurste. However, 
he patent impessthility of the production 
tlaima since 1058 hax made lt necessary in dee 
scribing agrieuitural developments, to com 
struct separate estimates based on evaluation 
of production fachors, marketing and supply 
avaliabilties, and government polloy direc 
thes. ‘While we belleve cur estittintes ape cots 
flstent with alf of these various indicators, 
they eonmot by thely nature be considered 


itd. We bellave that political intluences, which 
sought fo justify tha communes and to spur 
tural locelities fo greater production efforts, 
debauched rural statiaticn| reporting im 188 - 
and LONG ard inhibited Hie central atatistieal 
authorities trom modifying and ratiqnalixing 
the focal data, When the Chinese Comm 
fists withdrew thelr extravagant agricultural 
alain in August 150, they lowered the figures 
for grain and eoften production by one-third, 
AG the apitte tine, production targets for 169 
‘were correspondingly reduced, Even though 
top leaders, by their act of recanting in Au. 
Bust 1059, scermed genvinely to want to ince 


groan 





facts, they tonk no défeativy meagures to ellmi- 
nate political domination of the rural stall 


harvests again proved incapable of providing 
even Ceasonably acourate crop yield and pro 
duction date. Wholher the reporling syste 
of the 1060 onops ie still hopelesely comtupted 
by polities is unknown, MMoreayer, even Lf it 
were obtaining reliable data, the regime would 
be reluctant to admit ie exaggerations by 
pabliahiog then. 

108, Chinese statetios for Industrial produc 
ton for 1950-1859 alm became somewhat 
pore difleutt to interpret, although the Leng 


Forward psychology of these yaare did aot. 


corrupt the officlal date tor Industry ag serd- 
aualy a3 it did for agrleuliare, Largeaeate 
anodern Industry, which had a relatively aq 
Ghixtlented eecounting sysiam providing rea 
sonably sceurate data, contributed most of 
the inoteased Industrlal output, Althaugh the 
régime appears to have exaggerated the sx- 
pee of asmallescale, “nakiea bndustriag 
cutpul, ils magnibede was nob ach os to cause 
majo dletortions In the total production sath. 
mates, 


if. Chinese Communist claims for the pro- 
duction of several major Industrial commad- 
itles ard for the perfermarioa of tite moder 
transport sector have been evaluated by ex- 

mining thelr congistency with the capacity of 
the industry concerned and with inputs of 
labor and raw materials. In some Instances, 
the existenoe of tiew plants or tha expansion 
of old plants could be confirmed by reports 
at Wester observers. Jn other cases it haw 
heen iniposuitie te assess the practiqal meat 
ing of claimed Ineréasea: for example, the 
quantity and quality of the three mlitien tong 
ot alleged steel prodnced in, backyard furnaces 
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in 2058 or the quaiiiy of the adel mined in fhe 
grently Inerensed production af 1058~1b59, In 

general, Ieowever, thle evaluation saggests 
that the official claims of great achteverients 
in industry and tranepartation are plausible, 
Cur eutimate that the overall value af Chinese 
industrial production iecreased 22 percent int 


2060 aver ISER wat mode by welpling and 
combining the reqalis of thia evaluation of 
claims for individual industrial products, The 
estimate Yaat indusitial onfput would in 
orease by 35 percent in 1080 over 1000 ts based 
on the 1066 production targete which we be- 
TVieve will ba subetentialig talilied. 
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Table 3 
AGHICULIORAL AND NONAGRICULTURAL 
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Table TE 
COMMODITY COMPOSETION CF IMFORTS AND EXPORTS 
1ast-4ise 
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